
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

PHELPS GAS COMPANY'S FAILURE TO 
COMPLY WITH COMMISSION REGULATIONS ) 
AND DELSNQUENT PURCHASED GAS ACCOUNT) 
W I T H  COLUMBIA GAS OF KENTUCKY 1 

CASE NO. 
9877 

SHOW CAUSE ORDER 

On June 25-26, 1986, a comprehensive safety inspection was 

conducted on Phelps Gas Company (.Phelps') located in Phelps, 

Kentucky. P h e l p s  is owned and operated by Mike Little. Eight 

violations of the Commission's regulations were cited, most of 

which were violations of the gas safety regulations (807 KAR 

5:022). Attached as Appendix A is a copy of the safety inspection 

report which lists each of these alleged violations. 

A review of the Commission's past annual safety  inspections 

conducted on Phelps indicates that P h e l p s  has been cited 

repeatedly for noncompliance with corrosion control requirements 

during the 1984, 1985, and 1986 safety inspections (807 KAR 5 t 0 2 2 ,  

Section 10). It i~ alleged t h a t  the pipe  is not adequately 

protected against corrosion since the joints in the pipeline in 

the Phelps system were not wrapped when the lines were recon- 

structed. The need for an ongoing corrosion control program at 

ehelps is of paramount importance. 

Commiesion records a l s o  indicate that Phelps has not provided 

timely responses to the s a f e t y  inspection reports. Phelpe took 



over 5 months to reepond to the 1984 s a f e t y  inspection, requiring 

the Commission to send two reminder letters. More recently, 

Phelps has failed to respond at all to the 1986 inspection report, 

which was submitted to P h e l p s  on July 23, 1986, in violation of 

RRS 278.230 and 807 KAR 5:006, Section 3 ( 3 ) .  Timely responses to 

safety inspection reports are necessary so the Commission can 

determine if corrective action has been taken, when the corrective 

action is scheduled, or if any follow-up action may be necessary. 

Such responses also demonstrate a good faith effort on the 

operator's part to comply with the regulations. In this instance 

a follow-up inspection was conducted on November 11, 1986, through 

which it was determined that most of the deficiencies cited in 

June 1986 had been corrected. Mr. Little has made no effort to 

advise the Commission of the status of compliance nor requested 

any extension of time to reply. Only through the Commission's own 

initiative has Phelps' degree of compliance been determined. The 

Commission finds it necessary for Phelps to answer as to the 

allegations stated herein and demonstrate why a fine(s) should not 

be imposed. 

On November 12, 1986, Columbia Gas of Kentucky, Inc., 

('Columbia') filed w i t h  the  Commission a letter it had s e n t  to 

Phe 1 ps . Therein,  Columbia, in accordance with its tariff, 

roquir8d Phe lps  to establish an escrow account in order t o  pay a 

$15,636 arrearage to Columbia. 

On OeC8nbet 12, 1986, the Commission requested by lettOr that 

Bhelpm provfde the Commission with certain information tcgsrding 
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the arrearage; however, Phelps' response was not detailed enough 

to adequate ly  i n f o r n  the Commission as to the status of this 

arrearage. 

The Commission is therefore of t h e  opinion t h a t  Phelps should 

provide information to the Commission regarding the resolution of 

the arrearage with Columbia. 

IT IS THEREFORE ORDERED that Phelps shall appear before the 

Comission on April 9, 1987, at 9:00 a.m., Eastern Daylight Time, 

in the Commission's offices, Frankfort, Kentucky, to show cause 

why it should not be fined pursuant to KRS 278.990 for violations 

of KRS 278.230 and 807 KAR 5 : 0 2 2 ,  Section 10, and to demonstrate 

what  corrective actions it intends to take to comply with the 

regulations, and to explain what Phelps' intentions are concerning 

resolution of an arrearage in its purchased gas account with 

Columbia. 

Done at Frankfor t ,  Kentucky, this 1 3 ~  day of Wch, 1987. 

PUBLIC SERVICE COMMISSION 

ATTEST; 

Executive Director 



APPENDIX A 

COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

730  SCHENKEL LANE 
POST OFFICE BOX 615 

FRANKFORT. UY. (0602 
(501) 564-3940 

July  23, 1986 

Wr. Mike L i t t l e ,  President 
Fhelps Gas Company, Inc. 

Melvin, Kentucky 41650 

Dear Mr. Little: 

P o  0. BOX 69 

Enclosed for your information is a copy of a Report of! the 
Scheduled Comprehensive Inspection of Phelps Gas Company, Inc., 
Melvin, Kentucky. 

Please acknowledge r e c e i p t  and r e p l y  before August 2 5 ,  1986, 
as requested i n  the recommendations of the Report .  

If you have any questions or need additional information 
please contact M. L. Rogers a t  502-564-4309. 

Claude G. Rhorer, J r . ?  Director 
Division of Utility Engineering 

and S e r v i c e s  

CGR/REB/ l t  

Enclosure 



COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

ANNUAL COl4PRERENSlVE INSPECTION REPORT 

PHELPS GAS COMPANY, I N C .  
MELVIN, KENTUCKY 

BRIEF 

This inspection was conducted in accordance with our program 

of inspecting each jurisdictional natural gas operator annually. 

Phelpa is a amall intrastate natural gas utility operating in the 

Commonwealth of Kentucky and subject to the federal pipeline 

safety regulations as adopted by the Kentucky P u b l i c  Service 

Commission (RPSC). 

Attached as Exhibit A 1-5 are copies of correspondence and 

memoranda relative to the previous, 1985 inspection. Also 

attached as E x h i b i t  8-1 and -2 are copies of the Findings of the 

December 23, 1985, Report.  These are relative to this inspection 

which was scheduled as outlined in Mt. Rhorer's Aetter of 

March 13, 1986. 

Historically recorded and briefly stated, Phelps remains i n  

violations of certain regulations. 

INSPECTSON 

On June 25, 1986, staff investigator, M. L. Rogers and I met 

with Mike L i t t l e ,  President of Phelps at Pikeville, Kentucky. 

nr. Little accompanied us to t h e  Phelye  system where we made an 

inmpection OC the physical facilities. 

. -- 



REPORT - P h e l p s  Gas Company 
eage TWO 
July 17 ,  1986 

On June 26, 1986, w e  met with Mr. Little and Virginia Gibson, 

Business Manager of/for Phelps at its Melvin, Kentucky office. We 

discussed present system conditions, natural gas safety consider- 

ations and its budgeted programs. A complete review of the  

required p l a n s  and records was made. 

FINDINGS 

A review of the above, the attached, our records and my notes 

reveals the following: 

1. Phelps, i.e.@ Hr. Little's, prior response to the 

1985 inspection basically remains incomplete (see 

Exhibit A-2 and A-3)  

(a) The 0 & I4 P l a n  revisions need to be completed, 

(b) The necessary corrosion surveys have been 

indefinitely postponed, 

( c )  No l e t t e r s  have been mailed to the customers 

and no public advertisement has been published 

in the  local newspapers, and 

(d) Better recordkeeping has not  been accomplished, 

p l u s  

2. Phelps meter history cards lack the required date 
of purchase of each m e t e r  and t h e  m e t e r  t e s t  

results are not being posted onto t h e  cards. 



REPORT - Phelps Gas Company 
Page Three 
July 17, 1986 

RECOMMENDATIONS 

It is recommended that Phelps again be cited for t h e  

continued deficiencies outlined in the above findingsr 
1 .  ’ 

1. 0 & M P l a n  revisions are needed. ( 8 0 7  KAR 5:022,(’) O’”J 
, p v . + - * ‘  ,,. ” 

Section 13(3) and (1011 
+0 

2. Inadequate maintenance records. [ 8 0 7  K A R  52022 WZ, Pp 
(0’ &, t..L 
P” d 

p+.5 ’  
Section 1 4 ( 1 2 ) ,  (21) and C2S)l 

3. Lack of active corrosion Control programming. ( 8 0 7  

KAR S t 0 2 2 ,  Section 101 

4. No adoption and implementation of a Damage 

Prevention Program. [ 8 0 7  KAR Sr022, Section 131 

5. Lack oE complete and updated information on meter 

history CatdS. t807 KAR Sr006, Section 15) 

It is further recommended that Phelps be forewarned that 

further delays and/or evasiveness w i l l  result in enforcement 

action, and that another 1986 comprehensive re-inspection be made 

90 days from now. 

Pinally, it is recommended t h a t  a COPY of this report be sent 

to Phe lps  so that it may be advised of the findings and requested 

to comply, by August 25, 1986, to the recommendations. 

Respectfully s,dmitted, 

tit i l  ity ~ # e s  tigator 
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EXHIBIT A-1 

COMMONWEALTH OF UENTVCKY 

730 SCHENKEL LANE 
POST OFFICE EOX 615 
FRANKFORT. KY. 40602 

( S o l )  164-3940 

PUBLIC SERVICE COMMISSION 

March 13# 1986 

nr. Uike t i t t l e ,  P r e s i d e n t  
Mike L i t t l e  Gas Company, Xnc. 
P a  0. BOX 69 . Melvin ,  I t8ntucky 41650 

R e o  H i k e  L i t t l e  C a m  Ca. and 
P h e l p 8  Gas CQ. 1985 
I n s p o c t i o n  EIsportr 

mar Hr. L i t t l e r  

Your response letter of February 18, 1986, and y o u r  
compliance c o n f e r e n c e s  w i t h  s t a f f  i n v e s t i g a t o r  B r u f l s t  have 
been c o n s i d e r e d  as e v i d e n c e  of y o u r  c o m p l i s n c e  i n t e n t i o n s .  
A c c o r d i n g l y ,  H i k e  L i t t l e  Gas Company, Inc., and P h e l p s  Gas 
Company, I n c . ,  have b e e n  a n d  are g r a n t e d  an  e x t e n d e d  period 
of time t o  implement  those actions o u t l i n e d  i n  your r e s p o n s e  
le t ter(s)  -- they s h o u l d  be g i v e n  tog p r i o r i t y .  

A t h o r o u g h ,  c o m p r e h e n s i v e  i n a p e c t i o n  of  both s y s t e m 6  will 
be made a f t e r  June 1, 1986, but p r i o r  to October 15, 1986, to 
d e t e r m i n e  t h e  need  for f u r t h e r  e n f o r c e m e n t  a c t i o n s .  

\ si n c e r e l y  # 

Claude C .  Rhoter, Jr., Director 
D i v i s i o n  of U t i l i t y  E n g i n e e r i n g  

and  Services 

cct Phelps Gas Co. 
Inspection F i l e  
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A- 4 

N 8 U O R A B D U N  

To8 Niko L i t t l e  Gas CO. 
1985 Znrpction Pile 

1985 f n 8 p c t i o n  Pi10 

Scott Sai t h /---- 
PhOlp8 C88 CaPpany 

mmut Claud. Rhorot 

Larry Amburgoy 

FROMt R. E. Bruflat 
U t i l i t y  I n v e s t  
Ga8 S e c t i o n  

DATE8 FObrU8ry 19, 1986 

RE L Conglianco Act ion  Contoronco(a) a8 L?allow-9p to 198s 
C-pro he na f ve I n s p e c t  ion. 

On PebtuaKy 5 ,  1986, I contact06 Gary am 
roquoatod por nr. Little's lottqr of January 31, ?:&?& W o  
d l s c u s a o d  my Docembor 2 3 ,  1985 inopoct ion  ropott and mado 
arrangements to meet the na%t day. 

On t h e  evening of February 5 ,  1986, I met w i t h  Hike 
t i t t l e ,  President of both Mike L i t t l e  Ga8 Co. (nu;) and 
Phelps Gar Colnpany ( P h e l p s )  . We rsv.fewed tho 8 t U t U 8  of t h e  
gas systoms, his plans  to comply wi th  tho tecolraraendatlons of  
tho 1985 Reports and h i s  employment of Hr. Croer ab Q 
c o n s u l t a n t  to revlow and updato tho plan0 and to serve ab the 
q u a l i f i e d  corroa ion  person.  

H r .  Litt lo'8 late rorponbe to tho MU; roquoot and h i s  
f a i l u t o  to rospand to the Phelyr roqueat  aro now a nrattor of 
record * 

On Pobtuary 60 1986,  nr. Little and Hr. Groer mot w i t h  
mo to r 0 V t . W  t h e  MLG sod Fholym cftations. EUoically, uo 
t o v f o w 6  t h e  MLG roport and di8CUS6Od tho r O c p e 8 t O d  dotailed 
roaponso. Compliance t a  tho  Pholg8 citation8 warn aontioned 
and I romindod them t q d t  the PhOlp8  roport  a180 roquired a 
detailed r o s p ~ n a e .  

Tho purpose of t h i s  memo i s  to rocord these caapllance 
conCaronco8 (ontotcement actions) and to updata our 
inspection files-in ettect wo h a w  grant04 him an oxtona ion .  

REB/ 1 r 

Attachmont 3 
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EXHIBIT B-1 

FINDINGS 

A review of the abovo, our rocord8 and my notes 

1f Phslps needs to roviro and updata its 0 L n 
Plan to includa uprating, ab8ndonmone or do- 

activation, discontinuance of cuatomer service 

provisions 1807 RAR S t 0 2 2 ,  Soction 1 3 ( 3 ) ] ;  and 

procedures €or investigation of failuroa (807 

@ Phelp8 needa to make and maintain bottor 

patrolling, regulator and r o l h t  v r l v o  and Sarin 
line valve inspection records I 8 0 7  KAR Sr022, 

Section 1 4 ( 1 2 ) ,  ( 2 1 )  and (2511.  

KAR s t 0 2 2 9  SOCtiOn 13(l0)1 

J 3. P h s l p s  remains deficient in the implem@nt8tion 

of the external underground corrosion control 

program t807 KAR S t 0 2 2 ,  Section 101 (vattourn 

sab-sections enpecially thore requiring 

nurveybr Cathodic Protection (C/P) and 

records) 

4. Phelp8 nOed8 to provido a writton da8cription 

and/or drawings of cus tC#ner mervice 
installatlon to prospective customers and 

instal1ers t807 KAR 5 ~ 0 2 2 ,  Soctfon 9 ( 2 ) 1 .  

-- 



B - 2  

REFmr = Gas Company 
P8Oe Pour 
Docember 20. 190s 

) .JPkolps  noodr to mako and aalntain 8 list of 

contractors and excavators in its sorvico aroa 

and to notify the public rmgrrcling its D 8 a a g m  

Provontion Program (DPP) la07 AAR Sr022,  

section 13(8)l. 

‘@/Phelp8 noed8 to continue its in8poction ot  cua- 

toarer meter sets to assure adsquato protoction 

from vohicular damage and atm08phOriC corrorion 

(807 KAR 52022,  Section 9(3) and Soctions 16 

and 181. 

RECOMMENDATIONS 

It is recommended t h a t  Pholps bo citod for tho 

deflCl8nCie8 outlined in the’abovo Elnblngst 

1. 0 L M Plan omissions and lack of the requirod 

record8 I807 KAR S r 0 2 7 ,  Soction 71. 

2. Lack of Corrosion Control offortr, the oaploy- 

ment of a qalified perron and the implemon- 

tation O f  C / ?  I 8 0 7  KAR 51022,  Soction lo]. 

3. Lack of C Z S ~  .nrL./pabllc Information a# to gas 

8ervico and : 3  DPP 1807 KAR 5 t 0 2 2 ,  Soction 

9 ( 2 )  and S e t * * i  *I l3CS)l. 

It i 8  further tec‘mrnended that Phelpr revfow 8nd study t h e  

findings of items 2. a q i  A , ,  then prepare, submit and follow its 

rchodulod program of ~ “ i + n d L  iance action. 


